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another way, rigidity in rail grain rates restricts the retum that railroads can eam on grain cars 
and from grain movement. 


In the alternative arrangement (sometimes known as à "dual rate"), the railroad's ով 
will show two rates: one for a move with the railroad's equipment, a second for a move wit 
the customer's equipment. Either way, the shipper is offered two prices: one pt 4 
movement only (railroad does not fumish cars) and one for the movement plus railroa 


supplied equipment. 





this way. The UP, on the other hand, pursues a policy of avoiding price fluctuation; it 
allocates cars on a historical basis and gives its customers 60 days’ notice of rate increases. ^^ 
The Soo Line has recently introduced an auction (PERX) for allocating 25 percent of its cars. 
Some carriers will follow a deliberate pattern of raising their tariff rates when demand for 
shipment rises in the late fall and lowering them when demand eases in th 




















There appear to be two principal reasons for the stickiness of rail grain rates: regulatory 


m | | | ع‎ Spring; others will 
restraint and implicit political constraints. These are explored in tum below. prine 




















Regulat sry Restraint 








Arrangements concerning private cars may also be covered in contracts. When that 15 

the case, the allowances or dual rates are not subject to ICC regulation. Otherwise, the መ”ጥ 
for movement without railroad-supplied equipment are subject to the same regulatory restraints 
as any other tariff rate for grain movement. 





Those railroads that do not adjust their rates as demand varies are forgoing revenue that 
they would otherwise get; they appear to De holding the retum on their grain traffic below 
what it otherwise might be. The most plausible explanation for this behavior is that these 

ሃ perceive as an implicit political constraint. Put 

they believe that any increased revenue from their grain operations would be 
offset by political responses, that, one way or another, would adversely affect their interests. 









Grain 15 a regulated commodity for rall shipment; railroads must move grain either at 
published tariff rates filed with the Interstate Commerce Commission (ICC) or under the terms 
of contracts that carriers may negotiate with their customers. A substantial amount of grain 
traffic moves under contract. The essential elements of contracts (e. Ei rates) are confidential 
and their terms vary. Typically, however, they establish below-tariff rates in return for 
guaranteed volumes of traffic; most contracts would preclude a railroad from making a short- 
term price adjustment (although they usually do not guarantee car supply). 












managements are deferring to what 6 
another way, 









Issues regarding the use of private cars have been a point of conflict wr د‎ M | 
grain-hauling railroads and private holders of leased cars. Under AAR rules, a s ipper : - * 
wishes to use p.ivate cars must apply to a railroad for permission to load and move its ልለይ 
that carrier's territory; the document that the railroad executes to grant permission 15 L * 
form known as "OT-5." Shippers and carriers speak of “granting 01-5, "denying 3, 
and so forth. Until the early 19805, railroads freely granted OT-5 applications. Then, in " 
period of substantial grain-car surplus, some carriers began to limit or deny OT-5 or cance 


OT-5 authority previously granted. 






























Perceived political constraints are 


probably not the only reasons for this behavior. 
Management at some railroads 


run benefits from good 
customers with sizable rate 
ilroad reluctance to use the price 
Railroads are comparatively 

not an option until after the 
Whatever the reason for railroad behavior in this regard, the 


n shippers receive less responsive service and lower 

























may believe that there are long- 
customer relations and, therefore, will seek to avoid offending 
increases on short notice. Another explanation for apparent ra 
mechanism for allocating grain cars may simply be inertia. 

conservative institutions, and short-term rate adjustment was 
passage of the Staggers Act. 
ironic consequence may well 
car availability than they otherwise migh 


RAILRQADS AND PRIVATE CARS 
The Basic Relationship 


Under the Staggers Act, railroads are comparatively free to adjust tariff rates (unless 
market dominance can be demonstrated), but 20 days' notice is required before an increase can 
take effect (a new tariff must be filed at the ICC 20 days before the effective date). Twenty 
days may not seem a long time; however, reference to Tables 11-10 through 11-12 indicates that 
some spikes in barge rates and leased-car rates have not lasted very much longer than that, if 
that long. It seems clear that, in the absence of the 20-day filing requirement, some railroads 
would realize more revenue from sudden increases in demand for grain than they now do. 





























ICC Decision in SCOT-5 













As a result of these actions, there was a lengthy proceeding before the ICC, — as 
the "SCOT-5" case (Shippers Committee on OT-5). SCOT-5 culminated in a ^ Ra 
September 1989. The gist of the Commission's ruling was that shippers had rights ۷ - ` , 
but that railroads were within their rights in refusing to load private cars when they had their 
own cars available. The precise language (pages 878-879) is as follows: 















Political Constraints 





























Railroads are large, profit-oriented institutions with a high public profile in grain- 
producing regions and a long history of state and federal regulation. Since railroads first 
became major carriers of grain, there have been periods in which the relationships between 
railroads and grain shippers have been tense, 1] not openly adversarial. Justified or not, there 
has been a perception of railroads as large and powerful enterprises, enjoying a degree of 
monopoly power in the marketplace, in contrast with farmers and grain elevators, which 
operate in highly competitive markets. An increase in rail rates for grain movement can attract 
an intensity of public and political interest that would not, by contrast, be focused on increases 
in barge rates or leased-car rates. Rail executives may well Judge that their wisest course is to 
avoid attracting such attention; thus, many railroads tend to avoid abrupt increases in grain 










1. ...railroads shall cease and desist from denying OT-5 approvals for private 
covered hopper cars, and from imposing restrictive conditions in OT-5 
approvals, except for mechanical or safety reasons or for lack of adequate track 


storage space. 


The use of private cars is not, of course, confined to grain shipment; private cars are 
used across the spectrum of freight traffic. The basic arrangement is straightforward. The 
railroad moves the shipper’s goods but does so by pulling the shipper’s cars, rather than the 
railroad’s own equipment. The railroad moves the car, but 
case of a regulated commodity, 
private-car movement. 


















does not provide the car. In the 
such as grain, the railroad’s tariff will include a rate for 











2. ...railroads shall cease and desist from refusing to transport shipments in 
private covered hopper cars tendered by shippers when the railroads do not have 
cars available [emphasis added] to transport the shipments. 











As noted in Chapter II, a rate for 
The more common arrangement is that th 
reflect the savings to the railroad from n 
terms of cents per loaded car- 
tariff rate, and then, often so 
on the number cf private cars and their loaded mileage. 


private cars is usually quoted in one of two ways. 

6 railroad offers the shipper a "mileage allowance" to 
ot supplying the cars. The allowance is quoted in 
mile. The customer pays the railroad for the movement at the 
pays the customer the allowance, based 






























Attributing carrier behavior to this cause is somewhat speculative; it is difficult for an 
outsider to know for certain what influences may be operating on the management decisions of 
a particular railroad. What is clear, however, is that not all Carriers strain the limits when 
they set rates for grain movement and there is enormous variation in carrier behavior. The 
BN, through its COT auctions, is fairly aggressive about using price to allocate grain cars. 
among users; according to BN policy, up to 40 percent of its grain fleet may be allocated in 


mewhat later, the railroad 

































ማርር Docket No. 39169. Shippers Committee, OT-5 v. The Ann Arbor Railroad 


“Conversation with UP staff. Company, et al., 5 ICC 2d 856, September 15, 1989. 








Taken together, these statements are contradictory. What 
essentially takes away. The key to understanding the second pro 
"available." The way it is used here implies that a railroad eithe; 
to a customer or it does not; i.e., that the question of "availabilit 
that answer is an objective fact, largely outside the control of the 
case. The intensity of demand for grain cars varies over the year 
greater, the potential for the carrier to derive profit from the use | 
greater. There is no magic threshold at which cars are suddenly | 
railroad always has cars available for some shippers. When a cus 
cars, what the railroad must consider is whether it earns more by 
customer or by sending its own cars elsewhere and accepting the | 
this consideration, discussed later, is, of course, the price the rail; 
the private cars—with the wrong price the railroad could lose mor 
period of high demand and with the right price it could make mor 
period of low demand.) 


Thus, whether to make cars available to a customer or to a 
business decision for the railroad, and the force of the Commissio! 
railroad may refuse private cars unless it finds it in its interest to : 
Commission took the view that railroads have a responsibility (stei 
carrier obligation) to supply cars and therefore have the right to in 
as long as they are willing to make them available to a customer. 
(page 859) expresses this point: 


... because carriers have a duty to provide cars necessary fo 
they hold themselves out to provide, they have a correspon 
own cars in preference to private cars in fulfilling this oblig 


The implication is that the common-carrier obligation impos 
provide cars at times, or under terms, that may not be in their best 
an offset, are entitled to a protected market for their cars. 


Current Practice 





In actual practice, there is a good deal of variation among ፻ 
car acceptance. The BN, for example, maintains a firm stance of r 
unless it is under very heavy demand pressure. Other railroads are 
cars; some will take them under almost any conditions, provided th 
rate offered. This latter, however, is no small provision. Justasr 
practices with adjusting grain rates according to demand, they also 
II) differing practices in regard to adjusting rates charged when pri 





"Ibid. 



















There are some observers who believe that grain dealers have an inherent competitive 
edge over railroads in the use of grain cars to the extent that, in a single, open car market, 
control over cars would inevitably shift from railroacis to merchandisers. This belief may be 
founded, in part, on a perception that grain dealers nave opportunities for generating revenue 
(or reducing costs) with grain cars that are not available to rail carriers. This perception is 
valid under the current arrangements with segregated markets for railroad and private cars; it 
becomes invalid when the barriers between these markets are eliminated. As matters now 
stand, a grain trader can use control of cars to gain bargaining leverage in a period of high 
demand. Specifically, a trader who holds cars can offer beiow-market bids for grain to traders 
who cannot obtain cars; any resulting gain in trading margin is, in effect, a reward for holding 



















this were 50, then car holding would shift from grain traders to railroads, unless grain dealers 
had some kind of offsetting advantage in getting returns from grain cars other than through 


loading them. But, in a free car market, the same opportunities should be open to all 
participating firms. 


moving capacity; it would also allow market-based allocation of that capacity in periods of 
high demand. While the capacity increase, in and of itself, will not eliminate car shortages, 
the advent of market-based allocation (i.e., flexibility) would do so. 


Nonetheless, control of cars might shift, to some degree, from railroads towards grain 
houses. We have no basis for holding that to be impossible; but that shift would not diminish 
availability of cars to customers. Regardless of what firms held them, there would be more 
cars than otherwise. And whoever controlled the cars, whether railroad or grain trader, would 
be under strong pressure to keep them utilized. Again, the cars are fixed-cost assets; owners 
or lessees will try to use them to the fullest. Control over cars would not shift from railroads 
towards grain houses unless grain traders were successful in usin 



























IMPLICATIONS FOR THE COMMON-CARRIER OBLIGATION 

















































































If a grain trader did have an edge over a railroad, it might be in having a better sense 
of when and where demand was going to peak and being able to place its cars so as to get 
maximum advantage from a peak-demand surge. But, in so doing, the grain trader is 
accommodating the peak and contributing to the efficiency of the system. There does not 
appear to be any reason why merchandisers’ handling of cars would drag down the efficiency 
of the system. Thus, any increase in investment in grain cars resulting from a shift to an 
open-market system should result in an increase in grain-movement capacity. 











When considering the consequences of a freer market for grain cars and grain 
movement, the railroads' common-carrier obligation is an issue of concern. This is a major 
theme in the SCOT-5 decision—the Commission is concerned that the free entry of private 
grain cars would cause railroads' car fleets to decline, thus impairing their ability to meet their 
common-carrier obligations. More broadly, the common-carrier issue is almost always raised 
in debate about reducing regulatory restraint on railroads, usually in the sense that relaxing 
some restraini might allow rail carriers to ignore, or escape from, their duties as common 
carriers. Therefore, we have to analyze the impact on the common-carrier obligation of the 
"proposed arrangements" we are considering here. 


g cars to accommodate many 





































۱ After 81, [ከይ reason that grain gets shipped is not that the government orders the 
railroads to move it. The fundamental reason that grain gets shipped is that it can be sold for 
a price high enough to cover the cost of production and transportation. These market 
conditions will make sure that cars are available to shippers and grain moves. Shippers will 
get service, at market prices, regardless of who controls the cars. 
rail markets—chemicals is a good example—in which virtuall 
railroads provide only the service of haulage.) 


With present rules and rate inflexibility, this reward is not available to a railroad; with 
flexible rates in an open car market, the railroad would be able to capture this reward with 
higher prices. Thus, under the current arrangements, grain dealers have an opportunity to 
capture the premium accruing to cars in high-demand periods, and railroads do not; with a 
single market for cars, both would have that opportunity. 


IMPLICATI 
ONS FOR OTHER RAIL INVESTMENT IN CAPACITY (There are highly efficient 


y all cars are held by shippers and 

















































A railroad's capacity to move grain and the level of service it provides depend on other 
factors as well as the number of covered-hopper cars the railroad controls. Any market 
participant can buy grain cars and make them available, but only a railroad can furnish 
locomotives and crews, provide and maintain signal and communications gear, and maintain 
track, switches, and so forth. Railroad spending for these things, as well as decisions on the 
resources to be allocated to grain service, will be influenced by earnings from carrying grain. 


The first step in this analysis is to discover the meaning of "common-carrier 
obligation." In its recent remand to the ICC regarding the Commission's ruling on the legality 
of BN COTs,? the U.S. Court of Appeals called attention to Sections 11101(a) and 
11121(a)(1) of the Interstate Commerce Act. The former says that common carriers must 
provide "transportation or service on reasonable request"; the latter says that rail carriers shall 
provide "adequate car service" and have "reasonable rules and practices on car service." 
While implicitly conceding the generality of this language, the court went somewhat further 
and found a Congressional intent that cars should be distributed equitably among customers 
requesting tariff service and that a carrier should have sufficient equipment to meet 
"reasonable" requests for conventional service. 


۱ It is difficult, if not impossible, to give analytical meaning to the phrase, "adequate car 
service." It can be said that, with an open car market, shippers would get better car service in 
a peak-demand period than they do now; and this would be true for shippers who do not wish 
to hold their own cars as well as for those who do. The open car market with rate freedom 
for railroads would give the small shipper choices and flexibility that do not exist now. (And 
it should be no:ed that the option of holding cars is not necessarily closed to small shippers; in 
the 1970s, some elevators formed associations to hold grain cars; with the advent of the car- 
surplus period of the early and middle 1980s, these groups became defunct.) 


As far as the system's ability to move grain is concerned, it should not make any 
difference whether grain cars are owned by railroads or by grain merchants. It is the size of 
the total fleet, and how well it is utilized, that matters. In this connection, however, some 
have raised the question of whether railroads are inherently more efficient users of cars, so that 
a shift in control over cars from railroads to grain traders could result in decreased utilization 
to the point where system capacity might decline even though the number of cars went up. In 
the SCOT-5 decision”, for example, the ICC found that railroads can obtain greater 
utilization (more loaded trips) from their own cars than they can from private cars”; this 
point is made in support of the proposition that railroads are entitled to a degree of protection 
in the use of their own cars. 


With respect to some rail assets, particularly for signals and communications and for 
track maintenance, earnings from grain will affect investment only in that they affect the 
railroad's overall earnings. However, with respect to power and crews, earnings from grain 
relative to earnings from other commodities the railroad carries become quite important. At 
any given time, a fixed number of locomotives and crews is available to the rail carrier and the 
question of how to allocate these resources among various classes of traffic must always be 
addressed. Traffic that has lower earnings compared with other markets will inevitably receive 
lower priority as these allocation decisions are made. 














































| Under current arrangements, an elevator on a railroad with non-market allccation has 
very limited choices in a car-shortage period. Generally speaking, the elevator either receives 
a fixed allocation based on historical usage or essentially holds a lottery ticket. In the latter 


he does not know when he will get cars from the 


With regard to the proposed arrangements considered here—rate flexibility for railroads 
with regard to grain movement and grain cars and an open market for all grain cars—there are 


If railroads are, in fact, more efficient users of grain cars, then control of grain cars two important points already established: 


would shift towards railroads, not away from them. In an open car market, ownership and 
lease holding of cars will tend towards those firms that get the highest returns from cars. Cars 
will be worth more to such firms, and they will tend to bid the lease rates up to levels that less 
efficient operators cannot afford. Let us suppose that railroads as a group are far more 
efficient than grain traders in their use of grain cars, in the sense of more loads per month. If 


case, the elevator manager faces uncertainty; 









Further, some track is used largely for grain service, and the level of maintenance must 
be influenced by earnings from grain. Also, railroads have a number of uses for covered 
hoppers besides carrying grain. Most, if not all, free-flowing, dry, bulk commodities can be 
carried in a covered hopper, and many of them require protection from the weather just as 
grain does; examples are fertilizers, feed, plastic pellets, and soda ash. If grain generates low 


earnings compared with other traffic using C-113s, it is going to rank low in the priority for 
car allocation. 




























A rail firm's financial ability to provide grain service would not be damaged; indeed, it 
would be enhanced, and higher earnings from moving grain would draw more resources 


Suppose such an elevator is nearly full. The manager's choice: will probably be: (1) 
into rail grain operations. 


seiiing to a merchandiser who has cars and will insist on a steep discount off his cash bid; or 
(2) holding on in the hope that cars may turn up in three or four weeks. But he does not know 
when cars will come from the railroad, so he has no way of estimating how long he might 
have to bear the cost of a full elevator. Under the open-market arrangements, he would have 
more choices and he would know the cost of them. If the railroad is charging market-clearing 
prices, it will have cars available, albeit at high rates in a high-demand time. Several 
merchandisers may also have cars available, and the elevator manager should be able to 
discover the market price of cars. In an open market, with more competition than under the 


present arrangements, the elevator will likely not have to pay a merchandiser as much for cars 
as it would now. 
















It would be unlikely that railroads would cease to own grain cars or hold them on lease 
there is no obvious reason that would lead one to expect that grain traders would have 
an inherent ability to generate more earnings from grain cars than railroads can. 

















“ICC Docket No. 39169. Shippers Committee, OT-5 v. The Ann Arbor Railroad 
Company, et al., 5 ICC 2d 856, September 15, 1989, pp. 872-874. 





աք There is no escaping the fact that the level of service a railroad can supply to its grain- 
shipping customers (or any other customers) depends directly on the earnings from serving 
them and how those earnings compare with returns from serving other groups of customers. 
Restraint on rail rate flexibility can only restrict the level of service that grain customers get 
from railroads. Removal of these restraints would do more than yield an increase in grain- 


The ICC based its finding on evidence submitted by BN showing higher cycles per 
month for BN-controlled cars on BN territory than for private cars. BN's analysis was 
disputed by grain shippers, but the ICC rejected their criticism. Analytical resolution of this 
point is outside the scope of this project. 











“United States Court of Appeals for the Eighth Circuit, National Grain and Feed 
Association v. United States, 5 F. 3d 306 (8th Cir. 1993). 




















Importantly, the open-market arrar 
a few weeks if the elevator manager finds 
course, know for certain what the price 0 
price of grain will be), but cars can be ob 
the choice of shipping now or later, and է 
costs associated with his decision. 


The elevator receiving a fixed allo 
position. That manager knows when he i 
effective way of signalling to the market : 
make it highly desirable for him to ship o 
usage. A feature, possibly the worst feat 
takes little or no account of which grain t 
peak-demand time. All elevators are trea 
relative economic merits of the opportunit 


If we define "reasonable request" : 
price for service," and we define "adequa 
to pay market price," then the proposed a 
common-carrier obligation. 


It remains to consider whether the 
equitable distribution. "Equity" is, of coi 
that equitable distribution of grain cars is 
customers on some basis other than mark: 
distribution are introduced when some pe 
allocation would result from the working: 
equitable distribution is often used in the 
entitled to get some cars, allocated in son 
or their willingness to pay a market price 
meaning of equitable distribution. But th 
alike when, in fact, all are different. 


If we define equity as allocation o 
of course, the proposed arrangements me 
that, as long as prices do not reflect abus 
equity. A market allocation system distri 
economic use of them, those merchandise 
opportunities (or that face the greatest thr 
make them the most anxious to sell and է 
anxious to buy are the ones who will get 
participants can look at the same price in 
to buy transportation at high prices or po 
will change in a favorable way. 


men W hoi ing shi 
gements allow the choice of postponing shipment for To force non-market allocation on the system in the name of equity, which is something 


that day 4 ELI pompe He ve E of like what we now have, is to reduce the efficiency of the grain-marketing system and, thereby 
ፉ Py - as rd է s (or w va ` > ۱ to reduce the incomes of many of its participants, including farmers. It is relevant to consider 
ned at some price 11 he decides to wait. He has what interests are being protected when law and custom impose a non-economic allocation 


e has information to help calculate the gains and system for transport services and cars. Railroads and merchandisers are clearly not being 
protected by the present system; both would benefit from moving to a market-based system. 


ation based on past usage is in a somewhat different It appears that the only possible beneficiaries of the current system are elevators that 
5 going 10 get cars and how many; but he has no may have higher costs than their rivals or whose management may lack the sophistication 
bout the special opportunities, or threats, that might necessary to operate in a dynamic transportation market. (Recall, however, from Chapter II 
n some pattern quite different from his historical " that many elevators can find ways to get assistance with these matters; also, man 8 

re, of any non-market allocation system 15 that [[ À elevator operations have highly sophisticated management.) It is outside the ae 08 (ከ15 
aders can realize the highest value by shipping at a É | project to consider whether it is desirable public policy to protect less efficient elevators at th 
ed alike, or on a historical basis, regardless of the expense of their more capable rivals. l — 


ies before them. 
We note, however, that this non-market allocation also comes at the expense of 


is "request from দি apre willing to pay market مم‎ farmers. The effect of the non-market system is to prevent the more efficient elevators from 
te car service o ws provided to customers willing | fully exploiting their advantages over less efficient ones; and some of the gains from efficient 
angements satisfy those requirements of the ۱ elevator operations would be passed on to farmers in the form of higher bids (or higher 
refunds). ۱ 
open-market arrangements satisfy a requirement for b. E We conclude that insistence on non-market distribution of grain cars in the name of 
rse, difficult to define. It does seem clear, however, equity and the common-carrier obligation is economically damaging to the grain producti 
often used to mean allocation of cars among | and distribution system and most of its participants. If the ICC and the *4 d-re ሜ 
A signals. More generally ; proposals for equitable interpret the common-carrier obligation to require a non-market allocation svstem. it 4 * be 
ple believe that something unfair or unjust in the | wise public policy to consider substantial modification of the common wal obligation. 


of the market. In the context of the grain market, 
same sense referred to above: all elevators should be 
e arbitrary fashion, regardless of their circumstances 
The proposed arrangements do not satisfy this 
is concept reflects equity only in that all 27e treated 


f cars to those willing to pay the market price, then, 
et the common-carrier test. And we would argue 

of market power, this is a sound definition of‏ د 

butes cars and service to those who can make the best 
rs or elevators that have the most profitable trading 
eats of loss). The sellers whose business situations 

e buyers whose circumstances make them the most 
cars in a high-demand period. All market 

formation and make their own decisions as to whether 
stpone shipment in the hope that market conditions 





apt 












SECTION E—SUMMARY 









APPENDIX 





Decline in the covered-hopper fleet has bottomed out, new grain cars are being added, 
but the fleet is definitely not increasing strongly. The precipitous collapse in exports in the 
early 1980s was the largest single factor in causing the downtrend; changes in federal tax 
policy also played a role. The fleet surplus has been worked off and railroads are buying 
some C-113s, although private owners have not ordered any cars since 1980. 





COUNTRY ELEVATORS, MERCHANDISERS, AND RAILROADS 
WHOSE STAFF MEMBERS CONTRIBUTED TO THE STUDY 



























COUNTRY ELEVATORS 
Government actions involving sale or repositioning of CCC stocks of grain were a 


problem in the past, putting extra demand on the system in peak periods. The CCC's stocks 
of grain are all but gone and no longer pose a problem. The effect of future Corps of 

‘ Engineers investment in capacity on the Mississippi River (or the lack of such investment) is 
likely to influence the demand for rail grain shipment; lack of investment could encourage rail 
Capacity expansion if it pushes up earnings. Nonetheless, there would be little effect on peak- 


. period car allocation, because the relationship between rail capacity and peak demand would 
not change in any essential way. 
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Railroads can and do make arrangements with their grain customers that will enhance 
capacity through improved utilization (and through increased earnings due to improved 
efficiency). Examples noted include dedicated-train arrangements and BN’s recent initiatives 
for incentive payments for timely dispatch. Also, C-113s delivered to railroads since 1989 
have been upgraded and can carry net loads of 110 tons (up from 100 tons). All these changes 
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Cargi IO FE NE 
⁄ dar gill : i. | 
will definitely lead to greater capacity and efficiency in the grain trade. Continental Grain ԷԶ J IS | 22 
Conagra, Inc. = 3 ps = 

Railroad earnings from grain service are, of course, a critical factor driving railroad Ag Processing, Inc.' || 2 —E 1፡0 
investment in capacity to carry grain and the allocation of railroad resources to grain service. Garvey Grain, Inc.' | ° But በጠ 
Earnings of private-car holders are also a critical factor influencing the total level of Benson-Quinn Company === ԼՑ 
investment in grain equipment. Institutional arrangements, embodied in the SCOT-S decision, اہ‎ 
intended to enhance railroad earnings from cars by restricting private-car entry are counter- | 25 1.4 1.6 
productive for capacity, because they inhibit investment in private cars. Institutional restraints RAILROADS [ፎሬ [ፎሬ 


on rail rate flexibility reduce not just rail earnings from grain-car investments but overall 
railroad earnings from grain service. Institutional restraints on rail rates and on private-car 
holders are almost certainly holding down rail grain capacity and the level of service, as well 
as causing inefficient allocation of grain cars in peak-demand times. 
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! Although these firms are merchandisers, discussions with them also covered elevator 
operations in, respectively, North Dakota and Kansas. 
*U.S. G.P.0.:1994-301-717:80585 
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